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Chief, 12 Getoter 1950 o
legal Staffl

& 25X1
Federsl Tax on Dependency Allowances | |
1, ‘This will coifirm ihe tax etatus of certain allowances
as verbally explained W 14 Sivong in answer to youw mem randh:
of 21 Seplember 1950.
25X1 2 In view o tue ben _oa dependents at the Detellation, 25X 1
[ |hiregd for tnae |are retedving

& separation z2llowance viiile vy z2¢ overgess, ‘or the support

of their dependents. Tou hed asked whether this allowance ig

subjuet to Fedur ) iincome tan.

3« For Government (pployeos overseas there are cevdain 1ltiuws
excluded frop grose dncose I r purposes of the Federal tex. D.ose
include the sillo.ances irdic ted in Ixec . .iive Order 10011 wiich
fall i:te tirce categoriess

2. Cogteofwliving allovancess

- (1) Port allowances

(2) special poet sillomances
(3) Tranzfer allovances
{4) Separation allowaices

be Liviag-guartcrs allovances ( ncluding temrorary

lodging allowances).

¢. Representation allovances,

Le Thus, the ecpapatic. allowance is excluded as a taxable 251
itew Lrom the grose i co e received by as Jed ral
esployces. llowever, umicr thely cover siatas wheir rolation—
ship to the Federal Covernment can not be disclosed, and tie ex-
¢lusion of whese items dv mou applicable la Jhe case of private
individuals employed by a private corporatlon. The employee ig
thus deni:-d a beneiit to which be would be cnutitled 3f cover was
not required, There are ceveral solutions o the problem, de-
pending on the facte, and the Lepal Staff will be pleassged fo ascist
yoo an pequest.
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